1.
The real long-term interest rate -a widely used guide to many policy choiceshas become a policy victim. It has been contaminated by many different government policies … not mainly by monetary policy ease but rather by policies related to the investment of forex reserves, new financial sector regulation and accounting rules 2.
Huge rise in government debt and government-guaranteed mortgage debt in the past 4 years will ultimately increase uncertainty about future interest rates -and may raise the real long-term interest rate 3.
As asset substitutability along the maturity spectrum falls, central bank balance sheet policies and government debt management choices become more effective macroeconomic tools … the long-term rate becomes a policy variable. This will require policy coordination between central banks and government debt managers 4. The long-term rate cannot be a reliable guide to policy if these distortions cannot be quantified
5.
Greater volatility in the long-term rate could threaten financial stability and create awkward dilemmas for monetary policy Table 2 Floating rate issuance of AAA-rated securities by sector 
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